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is necessary to enable the labourers, one with another, to subsist

and to perpetuate their race, without either increase or diminution.

And he goes on later to define the market price as
the price which is really paid for it, from the natural operation
of the proportion of the supply to the demand; labour is dear when
it is scarce, and cheap when it is plentiful. However much the market
price of labour may deviate from its natural price, it has, like com-
modities, a tendency to conform to it.

The *Iron Law* of wages

This classical theory of wages was rather badly treated by the
earlier socialists. Its pessimistic aspects, particularly as it was
expounded by Malthus, were much exaggerated. Rodbertus
and Lassalle, the German socialists, the former of whom cer-
tainly accepted it as a sound theory, named it the brazen or
iron law of wages. As interpreted by them it gave to the workers
no hope whatever of improvement under a system of laisser
faire, which was a great argument for socialism.

The standard of living

Yet the classical economists were by no means completely
pessimistic in regard to wages. Adam Smith's view of what was
a subsistence wage was a liberal one, and he allowed consider-
able elasticity. He says:

By necessaries I understand not only the commodities which are
indispensably necessary for the support of life, but whatever the
custom of the country renders it indecent for creditable people, even
of the lowest order, to be without,

And he goes on to show that ideas in this respect differed at
different times and in different places. Here clearly was scope
for an improvement of wages, supposing the labouring classes
generally to acquire fresh notions of what their minimum
requirements were. Ricardo was quite definite on the point.

It is not to be understood that the natural price of labour, estimated
even in food and necessaries, is absolutely fixed and constant. It
varies at different times in the same country, and very materially
differs in different countries. It essentially depends on the habits
and customs of the people. An English labourer would consider